
MINUTES

SPECIAL HOUSING & INTERGOVERNMENTAL RELATIONS
COMMITTEE MEETING

COUNTY HOUSING POLICY WORKSHOP

AUGUST 19, 2020

The Special Housing & Intergovernmental Relations Committee Meeting of
the Council of the County of Kaua’i was called to order by Committee Chair KipuKai
Kuali’i at the Council Chambers, 4396 Rice Street, Suite 201, LIhu’e, Kaua’i, on
Wednesday, August 19, 2020 at 1:33 p.m., after which the following Members
answered the call of the roll:

Honorable Mason K. Chock
Honorable Felicia Cowden
Honorable Luke A. Evslin (via remote technology)
Honorable Ross Kagawa (present at 1:41 p.m.)
Honorable Arryl Kaneshiro
Honorable KipuKai Kuali’i

Excused: Honorable Arthur Brun*

COUNTY HOUSING POLICY WORKSHOP:

The Kaua’i County Council’s Housing & Intergovernmental Relations Committee will
hold an informational Workshop to discuss Bill No. 2774, Draft 3 and matters related
to amendments to the County of Kaua’i’s Housing Policy.

Committee Chair Kuali’i: Please note that we will run today’s meetings
pursuant to the Governor’s Supplementary Emergency Proclamation dated
March 16, 2020, Sixth Supplementary Emergency Proclamation dated April 25, 2020,
Seventh Supplementary Emergency Proclamation dated May 5, 2020, Eighth
Supplementary Emergency Proclamation dated May 18, 2020, Ninth Supplementary
Emergency Proclamation dated June 10, 2020, and Tenth Supplementary Emergency
Proclamation dated July 17, 2020.

APPROVAL OF AGENDA.

Councilmember Chock moved for approval of the agenda, as circulated,
seconded by Councilmember Cowden.
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Committee Chair Kuali’i: Is there any discussion on the agenda from
the Members?

The motion for approval of the agenda, as circulated, was then put, and carried
by a vote of 6:0:1*.

Committee Chair Kuali’i: This is the County of Kaua’i’s Housing Policy
Workshop that was requested. If you remember back at our last meeting
Councilmember Cowden made a motion and the Council voted for it, so here we are.
We will start with our usual public testimony and we have one (1) person who signed
up to testify. JoAnn Yukimura.

JOANN A. YUKIMURA (via remote technology): Committee Chair Kuali’i,
Committee Members. I would like to lay the groundwork for our discussion, just to
the extent that I have input. I want to thank the Committee for removing the
exemptions for the town core properties and the multi-family projects at R-10 or
greater. The resulting provisions, however, allow all the required units to be at one
hundred twenty percent (120%) of median income, with no requirement for long-term
affordability that I can see if they are rentals. In that situation, it would not allow
us to achieve our affordable housing goals. It indicates a disturbing attitude that we
should use our inclusionary zoning powers primarily to satisfy the middle-income
families and not address what should be the first focus of public moneys and housing
tools—the people who have the fewest housing options and the greatest need. The
latest amendments appear to be based on the assumption that lower income housing
needs will be addressed by tax credits and federal money alone, which every
knowledgeable affordable housing advocate will know it will not work. They ignore
the history of affordable housing on Kaua’i where forty-three percent (43%) of
affordable units built on Kaua’i in the last forty years were built through inclusionary
zoning. The process that is incorporated in Ordinance No. 860, which Bill No. 2774
would amend, and some of the more recent ones are Pa’anau, Koa’e, Kolopua, and
Komohana; which was long ago thanks to Grove Farm Corp., and Halelani, and lots
of others. If you allow developers to satisfy their affordable housing requirement
with one hundred forty percent (140%) or all one hundred twenty percent (120%)
income, you will be handicapping the building of housing for at least fifty
percent (50%) of all families on Kaua’i, which fall in the lower incomes. That would
increase the ever-widening income divide in our County. The other issue is long-term
affordability. It may be somewhere in Draft 3 and I am just not seeing it, but I see no
long-term protection for affordable rentals; this is crucial, or we will be seeing the
injustice and suffering of families caused by Courtyards at Waipouli happen
repeatedly. I trust rentals or something equivalent like limited equity cooperative
housing will be a big part of the affordable housing supplied by our housing law,
otherwise the housing problem will grow worse and worse. I have spoken earlier
about the insufficiency of the fifty-year requirement of affordability. . .1 am not sure if
that is on the agenda today, but if we adopt that, we are just kicking the can down
the road upon future generations. This is not a good way to do public policy and if
you think about how we have appreciated the past generations in our community, it
is because they did not only think about themselves, but they thought about “us now”
and those coming. If you look at State housing projects that were built over
seventy (70) years ago, if they had been sold into market, how many more homeless
would there be today. Lastly, I described in a recent commentary in The Garden
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Island that we need to lower the percentage requirement and require... in first
instance, that it be satisfied with land and offsite infrastructure, because this is a
win-win. It lessens the burden on the developer, as well as the County, which is not
very good with finding land or supplying infrastructure. It would give the County
practical resources for making affordable housing happen quickly. That is my
testimony. Thank you very much.

Committee Chair Kuali’i: Thank you very much. Before we go forward,
I want to go over the agenda quickly. We divided this workshop into six (6) pieces, not
counting public testimony. We are going to first hear from the Housing Director. He
is going to give us a summary of the existing Housing Policy and then a sample
illustration of the existing Housing Policy and of the Bill No. 2774, Draft 3. We will
immediately go into the four (4) different larger issues. The first being the definition
change of “Workforce Housing” that narrows us to one hundred twenty
percent (120%) Average Median Income (AMI) or less, which eliminates the one
hundred forty percent (140%) AMI or less, as well as how it breaks down between the
remaining eighty percent (80%), one hundred percent (100%), and one hundred
twenty percent (120%). After that section, we will have questions and answers and
statements. Then in the second section, we will talk about what we used to call the
exemptions and what we currently call the “Workforce Housing Special Assessment,”
with the special zoning and design districts and R-10 and higher areas. The third
topic will be the “Workforce Housing Assessment for Resort Developments” within
the Visitor Destination Areas (VDA). That is currently the one that is at fifty
percent (50%) with a thirty-five percent (35%) floor. The last of the four that we are
pinpointing is the term of “affordability,” which is currently proposed to increase from
twenty (20) years to fifty (50) years. The last section, which is the sixth section will
be, hopefully, if the time allows, for any other issues or closing comments.

(Councilmember Kagawa was noted as present.)

Before I call on Housing Director Roversi to get us started, I will just say that
as we do go through each topic and even in the end I am asking everyone to stay on
the Bill, in particular; we do not need to hear the background about how difficult
housing is—we already know that. It is a challenge at-hand and we must address it.
Right now, today, we are talking about the specifics of the Bill. When we are on the
area that is briefly presented, tell us what you like, what you do not like, what you
propose instead, and then let us move through that way. Be as concise as possible so
that other people can speak as well. I am going to try to do my best to check through
as people are speaking, to give everyone a chance. The other thing is making sure
you raise your hand... you probably can do it anytime as we are going over the topic
at-hand on the agenda. Raise your hand, so we can know who wants to speak, so you
can be called on. When you do get called on, of course, do not forget to unmute and
again, try and be as concise as possible; getting right to the point of whether you
support or do not support and what you would propose instead. If there are no
questions from Councilmembers, let us get started and call on our Housing Director
Adam Roversi.

ADAM P. ROVERSI, Housing Director (via remote technology): Aloha. I will
do my best not to bore you all to death. As Committee Chair Kuali’i mentioned, I am
first going to briefly go over how the Housing Policy operates within the larger
mission of the Housing Agency, walk through the current Housing Ordinance and
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how it works in practice—when we are actually faced with a real development, then
I am going to show you a handful of PowerPoint slides analyzing a specific project
and how the existing Ordinance impacts that project financially, how the Ordinance,
as amended, impacts that project, so you can compare and contrast today [existing
law] versus the amendments, as well as an additional hypothetical example. To
start, the Housing Agency has two (2) broad missions. We provide rental assistance
and we develop or promote the development of affordable housing. That development
aspect of our job takes on two (2) forms. We actively directly develop properties
ourselves and in partnership with nonprofit entities or for-profit companies, for that
matter. Examples of that are Pa’anau Village, Kalepa Village in Lihu’e, which is one
hundred eighty (180) units, the new Pua Loke project that just broke ground behind
Kukui Grove Cinema, and the Koa’e project in Köloa, which is one hundred
thirty-five (135) units. As Ms. Yukimura mentioned, those projects typically are
dependent on federal grant moneys and federal tax credit programs. Because of that
reliance the federal programs, these projects by and large, with a few exceptions, are
limited to serving people who make sixty percent (60%) of A1V1I or below. Just for
reference, today, and this changes every year, but the sixty percent (60%) AMI
number for Kaua’i at the moment is forty thousand eight hundred fifty
dollars ($40,850) for a single person or for a family of four (4), fifty-eight thousand
three hundred dollars ($58,300). Anyone making more than that is generally
excluded from these direct County development programs because of the funding
sources, under our current law.

The second method of developing homes is under Ordinance No. 860 via the
inclusionary zoning mechanisms that are in that Ordinance that essentially, in short,
require a developer who wishes to develop ten (10) units or more on Kaua’i to provide
a certain percentage of those units at specified workforce housing prices to people at
specified income levels. The current Housing Ordinance is geared towards providing
workforce or affordable housing, as it was previously referred to, for people that make
above sixty percent (60%) up to one hundred forty percent (140%) of AMI. Again for
reference, AMI at one hundred forty percent (140%) today is ninety-nine thousand
eight hundred dollars ($99,800) for a single individual or one hundred forty-five
thousand five hundred fifty dollars ($145,550) for a family of four (4). The way that
is calculated is based on the United States Department of Housing and Urban
Development (HUD’s) annual A1VII numbers and the calculations that are provided
for in Ordinance No. 860.

An example of how the policy works, in very simplistic terms.., the Ordinance
is thirty-six (36) pages long; it is quite in-depth, so I am not going to cover everything,
but I am just going to give an overview. If a developer has a proposed project on
Kaua’i, they come in for their building permit or their initial zoning permit, they are
informed by the Planning Department that they are required... or actually we [the
Housing Agency] will receive a copy of their proposed plans, and submit a comment
to the Planning Department indicating whether their project is or is not covered by
Ordinance No. 860. In effect, does it trigger or not trigger a workforce housing
requirement. If it triggers a workforce housing requirement, we [the Housing
Agency] notify the Planning Department and they put that in as a condition of the
zoning approval or of the building permit. The first step is that the developer comes
to us with their initial proposal and we discuss the various options that they have
under the Ordinance, which in short, is to provide physical units of housing, to
provide money in lieu of the units of housing, or again as Ms. Yukimura mentioned,
to provide land and infrastructure instead of either money or the units themselves.
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We [the Housing Agency] discuss with them their intentions, analyze the project, and
we prepare an initial written workforce housing assessment that will lay out the
specifics of the requirements and the options that they have—the number of units,
the price points of those units, the alternative in lieu fee amount, and then if they
were to opt for the land instead of the in lieu fees, that requires a further appraisal
of the property and Council approval. We do not really get into the details of that,
but they do know that the value of the land that they could convey to the County
instead of providing units or funds has to be equal to or greater than the value of
what the in lieu fee assessment would be, subject to Council approval. The developer
then takes our assessment, they go back to their development team and crunch the
numbers, or what makes the most sense for them. Is it best financially for them to
provide units, is it best for them to pay the fee, is it best for them to provide land?
One would presume that for resort-style developments, higher-end developments like
at Kukui’ula that generally.. .well I am getting ahead of myself, but one would assume
projects like that may be more amenable to money, because they are not developing
a large number of relatively inexpensive homes that make it simple to just add a
handful of workforce housing units in that project. Once the developer comes back to
us, they let us know which option in the assessment they want to move forward with,
we [the Housing Agency] develop a formal housing agreement, which is essentially a
contractual document that is approved by Council, signed by all parties, which spells
out exactly what the developer will need to provide as a workforce housing
requirement. We will walk through this example momentarily, but essentially if we
are talking housing units, the assessment begins with the presumption of a thirty
percent (30%) workforce housing assessment and then there are numerous incentives
that the developer can take advantage of that are in the policy that would drop that
number down. For example, if you place your workforce units that you need to
provide, mixed in with the market rate units, you can reduce your thirty
percent (30%) assessment, by twenty-five percent (25%). If you provide single-family
homes as opposed to providing duplex or quadplex or apartment rentals, you can
reduce your thirty percent (30%) assessment by another twenty-five percent (25%).
You could, in theory, under the current incentives that are in the existing Ordinance,
reduce your thirty percent (30%) assessment to fifteen percent (15%), but no lower.
That is the floor that is allowed with all the incentives.

Again, I am going to try to shoot over this, so the developer goes off to build
their housing development, so the next step involves marketing requirements that
are set up in the Housing Policy as to how those workforce units will be sold and
distributed. There are several stages specified in the Ordinance. Twelve (12) months
before the expected completion date, the developer can begin to market the units to
residents, income-qualified residents who are on the County of Kaua’i Home Buyer
list. That is a list that the Housing Agency maintains. We have about eight hundred
fifty (850) people currently on that list. That is the first stage of marketing. If not
enough people step forward from the Home-Buyer list to purchase the available
workforce housing units, then the next stage of marketing is that they can go outside
of the Home Buyer list to any Kaua’i resident who is income-qualified. You no longer
must be on the list. Now it is just any Kaua’i resident, income-qualified. That is
ten (10) months before the expected completion date, they can move on to the next
category of buyer). Six (6) months from the expected completion date, if they still
have not been able to find qualified buyers who can get financing to purchase the
units, they can then move up to the next income group. Let us just say they had to
provide an eighty percent (80%) AMI house, if no eighty percent (80%) AMI qualified
buyers step up within that time period, they can move up to sell that house at one
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hundred percent (100%) AMI, similarly if it was at one hundred forty percent (140%),
they can go up to one hundred sixty percent (160%). Four (4) months out from
completion if they still have not found qualified buyers to buy up the units, they can
then offer the units to any Kaua’i resident without any income restrictions
whatsoever. Sixty-one (61) days out, if they still have not sold the units, they can have
unrestricted sales to local residents irrespective of income or sale price of the
workforce housing unit. As an example, any price cap set on those units essentially
disappears, if by that point the developer has not found qualified buyers who can get
financing to buy the house. Finally, the last step in the marketing program, at
completion of the project with Certificates of Occupancy, if there are still unsold
workforce units, those units convert to just market rate units, with no deed
restrictions, no price restrictions, no income restrictions of any sort. I wanted to
highlight that, in particular, because we had some comments and this does not
entirely discount the comments, but just for context, we had some comments that
affordability periods whether twenty (20) years or fifty (50) years as was proposed in
the amendment, create unmarketable units and leave a developer, essentially,
holding the bag on units that they cannot sell. This sort of tiered marketing program,
I think largely answers that problem in that once that project is completed, a
developer as set out in the Ordinance is not going to be left holding units that they
cannot get rid of, because if they have not been sold. . . if they cannot be sold within
the parameters of the Ordinance, they can be sold on the open market. Given the
marketing plan, I think it is a little bit of an unfounded concern—being trapped with
unsellable units.

Okay, so the units have been sold, we will presume, to income-qualified Kaua’i
residents. Under the current Ordinance each of those workforce units has a twenty-
year deed restriction. The developer is now out of the picture and it is up to the
County Housing Agency to enforce and monitor that deed restriction. In practice what
that requires, and I will give you a concrete example, at the Kamamalu
Condominiums, which is next door to the LIhu’e industrial park, those units were
largely produced as an inclusionary zoning requirement for an expansion of the
Marriott. Some of those units have a ten-year restriction, some have a twenty-year
restriction. We recently had communications with one of the owners of one of
twenty-year restrictive units and it has been about eleven years since he purchased,
and he desires to sell his house. The way that works is the Housing Ordinance
specifies that he can sell the home back to the County for his purchase price, plus the
value of any improvements that he has made to the unit, plus one percent (1%) equity
growth per year, which is admittedly low. So, this individual purchased that unit for
about one hundred seventy-eight thousand dollars ($178,000), which was a
drastically discounted price ten (10) years ago when he bought it. The Ordinance
provides the County the option to buy that home back from him today.. .our
calculations with everything was about one hundred ninety-two thousand
dollars ($192,000). He would get the difference in that. He has a loan, so less any
equity he paid off against his loan as well, so that would be the money that would be
in his pocket as he moves to the mainland. If the County is financially unable to
purchase that unit at the price specified in the Ordinance or for some other reason
unwilling to or not interested in purchasing it, what would happen in practice is we
would provide him a letter essentially waiving our repurchase price at the specified
amount and he could sell that unit on the open market. In this particular case, we
had the funds and the availability to purchase that and he agreed to do so and what
would happen next is that house now... had a twenty-year affordability requirement,
the County will repurchase it and it will go into the County’s Home Buyer program.
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We have about thirty (30) properties so far and the County will resell that property
at or below the price that we buy it back at. So, we maintain that home, it will be
resold at the most, at one hundred ninety-two thousand dollars ($192,000), the price
that we purchased it for—it could be sold for less, because we have the option of
selling it to people who are even lower income, who could not quality for that. When
we resell it, those affordability periods will all be extended, so it is no longer a twenty-
year affordability requirement starting back in 2008 or so. It is now restarting the
clock and in most instances for our Home Buyer programs, we resell the properties
as leasehold properties with a ninety-nine year lease and we retain the ownership of
the fee. For the condo, I would actually have to look on how exactly we were doing
that... we may be just imposing a renewed affordability requirements since there is
no land under it that the County can hold and release, but I am not positive on the
details of that.

In a nutshell, that is how the current policy is intended to operate. Back in
January and these will all be detailed more and Committee Chair Kuali’i has already
stepped through them... the Housing Agency proposed some preliminary
amendments to the Housing Policy. Quick background. There had been, which Ms.
Yukimura sat on, a Housing Task Force several years ago working on amendments
to the Housing Policy. Probably many of you who are on this call were members of...

Committee Chair Kuali’i: Adam?

Mr. Roversi: Yes?

Committee Chair Kuali’i: I am just doing a time check. I know we
started a little bit late, but I got about another ten, fifteen minutes at the most for
you and I know you have a bunch of slides you wanted to go through. This is just a
time check.

Mr. Roversi: I will jump into the specific projects.

Committee Chair Kuali’i: Okay.

Mr. Roversi: I am going to attempt to share my screen and
hope that works.

Committee Chair Kuali’i: Okay.

Mr. Roversi: Are you able to see this?

Committee Chair Kuali’i: Yes.

Mr. Roversi: As the slide says, this is an analysis of the
financial impact of the current Housing Ordinance on a prospective housing
development on South Kaua’i. This project proposes forty-six (46) single-family
two- and three-bedroom homes. The developer has an initial conversation with the
Housing Agency and discussed the various incentives. They elected to take advantage
of two (2) incentives, which reduced the base thirty percent (30%) requirement by
thirty percent (30%), so that reduces the thirty percent (30%) housing assessment
down to twenty-one percent (21%). Twenty-one percent (21%) assessment of the
forty-six (46) unit project means they need to provide ten (10) workforce units. On
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the right hand of the slide, I provided just some basic presumptions that feed into the
analysis that is going to be on the next pages. The average per unit cost is an average
across both the two- and three-bedroom units that was provided to us by the
developer. The two-bedroom unit presumably would be a little less and
three-bedroom units would be a little more, but that is the average. According to the
developer, this is all inclusive of land costs, infrastructure, planning, financing,
et cetera. That is an all-in number of the actual cost per unit. The projected market
unit sale price, again this is an estimate, but we arrived at that price by looking at
the available MLS listings in the area for similar home types. These are not luxury
homes. These are your typical plantation-style two- and three-bedroom residential
homes that you would find around Kaua’i. Presuming the unit cost and the projected
sale price, there is a projected profit per unit of one hundred twenty-one thousand
dollars ($121,000). Again, obviously these are all just estimates. This is only one (1)
project. Every project would differ. Some developers are going to tell us they can
build houses for less than five hundred fifteen thousand dollars ($515,000) a unit,
others will tell us that it has to be more no doubt.

This chart shows the financial impact of the current Housing Ordinance on
this proposed project. In the far-left hand corner is the percentage of units that they
will need to provide at each income group. Two-bedroom units, you will see they need
to provide five (5) two-bedroom units: one (1) at eighty percent (80%), two (2) at one
hundred percent (100%), one (1) at one hundred twenty percent (120%), and one (1)
at one hundred forty percent (140%). Rather than go through everything in detail,
the red numbers show fairly clearly the amount of subsidy that is required for the
developer to be able to provide especially the eighty percent (80%) units, but also the
one hundred percent (100%) units. You see that the two-bedroom unit, again this is
the average between the two- and three-bedroom units requires a one hundred
ninety-five thousand dollars ($195,000) subsidy. That subsidy comes from the sale of
the market rate units, obviously. You will see also that the one hundred twenty
percent (120%) price point units, essentially, requires no subsidy. They are making a
profit for the developer. The one hundred forty percent (140%) units similarly, I noted
down at the very bottom any observations that the one hundred forty percent (140%)
AiV1I sale price of a three-bedroom is actually seven hundred thirty-seven thousand
eight hundred fifty thousand dollars ($737,850), which is well above the projected
market rate prices in this area for these types of homes. All in all, the bottom
right-hand corner, the total profit and loss on all these workforce units comes out to
a loss of just under forty dollars ($40,000). This is the impact of the Ordinance under
the tentatively approved current amendments. As you can see we eliminated the one
hundred forty percent (140%) units, which are providing a subsidy for the workforce
units. They are also providing a larger number of one hundred percent (100%) units
under the thirty percent (30%), forty percent (40%), thirty percent (30%) breakdown
of the apportionment of the proportionate. Obviously eliminating that one hundred
forty percent (140%) placed a larger burden on the developer and then on the far right
bottom corner, you see that the total profit/loss for the project on the workforce units,
and again this is just the workforce units, not the total project, so the loss to the
developer on the workforce units would be four hundred seventy-three thousand
dollars ($473,000).

This slide provides a similar analysis with the “what if” we reduced the thirty
percent (30%) beginning assessment down to twenty percent (20%), as I believe
former Councilmember Yukimura suggested and I think Milo Spindt had also
suggested in an editorial he had in the paper this last week. This sets out the impact
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of that...again the twenty percent (20%) base-assessment, when you take advantage
of the very same incentives, drops down to fourteen percent (14%), which also results
in fewer workforce units being built—six (6) rather than ten (10). You will see here
that the total on the bottom right, the total profit/loss on the workforce housing units
that are produced is three hundred seven thousand eight hundred dollars ($307,800).
So less burden on the developer for the workforce units, but still requiring the subsidy
on those and producing fewer units. Two (2) more slides and we will be finished. This
is a summary of the current Ordinance versus the ordinance as currently proposed
with amendments. We got, working left to right, the per unit cost, the projected sale
price of each unit, the profit each unit—four million three hundred fifty-six thousand
dollars ($4,356,000) is the projected profit on all of the market rate units of the project
assuming the six hundred thirty-six dollar ($636,000) sale price. Thirty-nine
thousand dollars ($39,000) is the subsidy required of the workforce units only under
the current Ordinance. Four hundred seventy-three thousand dollars ($473,000) is
the subsidy required if we removed the one hundred forty percent (140%) AMI price
point, and then the final two (2) columns are the total project profit under either
scenario. The one hundred twenty percent (120%) AMI has reduced the overall
project profit by four hundred thousand dollars ($400,000) more or less.

Last slide. This is a summary of the impacts, if we were to reduce the
base-workforce assessment down to twenty percent (20%). Even though we still have
a subsidy to the workforce units, because a developer has had to provide fewer
workforce units overall, six (6) rather than ten (10), the overall projected profit on
forty (40) units, rather than forty-six (46), is four million eight hundred thousand
dollars ($4,800,000). After the workforce housing subsidy, the total project profit is
just over four million five hundred thousand dollars ($4,500,000). The observations
down on the bottom, the overall project profit for the entire project is almost five
million dollars ($5,000,000) greater than under the current Ordinance with the one
hundred forty percent (140%) AMI. My time is probably about up. I will unshare my
screen. With that, I can turn it back to you.

Committee Chair Kuali’i: Okay.

Mr. Roversi: Thank you, Committee Chair Kuali’i.

Committee Chair Kuali’i: We will get right into the specific issues. The
first one being the Workforce Housing Assessment for Residential Developments,
which is the definition of workforce housing to change down to one hundred twenty
percent (120%), eliminating the one hundred forty percent (140%), which you just
gave us examples of. Whatever the workforce percentages, thirty percent (30%) at
the moment, how that breaks up between the remaining eighty percent (80%) AMI,
one hundred percent (100%) AMI, one hundred twenty percent (120%) A1VII at thirty
percent (30%), forty percent (40%), thirty percent (30%), respectively. First issue to
speak on specifically... anyone can you raise your hand? Ms. Yukimura.

Ms. Yukimura: I just discovered I do not have a way to
electronically raise my hand.

Committee Chair Kuali’i: We can see you.

Ms. Yukimura: It goes back to the analysis that Adam
presented and thank you very much, Adam, it was helpful. Your analysis is assuming
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that the developer would provide certain number of houses in each category, each
AMI range, is that correct?

Mr. Roversi: Yes, those percentages are prescribed in the
Ordinance.

Ms. Yukimura: And I think you show that the market is
providing quite well to the hundred forty percent (140%) families.. .1 mean they are
able to afford houses that are at market rate now.

Mr. Roversi: I would not necessarily draw from this
example that the market is providing plenty of one hundred forty percent (140%) A1VII
units. It is more just for this specific project where the specific type of houses that
were proposed, which are relatively low priced homes to begin with, that would be
the case for this project, but I would not draw a conclusion islandwide based on this
one (1) example.

Ms. Yukimura: Okay. But if we include one hundred forty
percent (140%) A]VII families in the requirement, that means there will be fewer
houses, whatever the requirement is, provided for in the other income groups.

Mr. Roversi: Correct.

Ms. Yukimura: I would say, Committee Chair Kuali’i, that
given the severity of the housing problem, especially at the lower ends and the limited
resources we have, it seems that we need to address those families first before we
address one hundred forty percent (140%).

Mr. Roversi: May I make one (1) comment before we move
on to another speaker? For this specific example project, which is only one (1)
instance, having the one hundred forty percent (140%) workforce housing
requirement under this scenario is essentially the same as reducing the workforce
housing requirement on the developer, because those units are the same as their
market rate units. I understand that helps to subsidize the other units, but it is the
same as having a lower requirement. That might not be the case if we were talking
about developing million dollar homes—then the one hundred forty percent (140%)
requirement would have some impact, but not in the model that I presented.

Committee Chair Kuali’i: Thank you. At this point, I do not see anyone
else raising their hands, so if you do want to speak, please raise your hand. Milo.

MILO SPINDT, Executive Director, Kaua’i Housing Development Corporation
(via remote technology): Thank you. This is Milo Spindt, Executive
Director for Kaua’i Housing Development Corporation, for the record. Housing
Director Roversi, thank you very much for that example. I think it is a very useful
example. I think it clearly shows that by removing the one hundred forty
percent (140%) AMI category from the affordable housing mix, it clearly shows a
significant increase in costs to the developer. By making this change to the Housing
Ordinance, rather than reducing the barriers to creating housing developments, there
is an increase impact to all housing development. All of our articles have stated that
the current Ordinance No. 860 has not produced housing and so my question is that
by increasing the restrictions and increasing the cost to developers—how do we expect
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to develop more housing? That is my case with even the one hundred twenty percent
(120%) to one hundred forty percent (140%) in them. Thank you.

Committee Chair Kuali’i: I also see the hand of Mike Serpa.

MIKE SERPA, Concentric Development Group (via remote technology): Hi,
this is Mike Serpa. Thank you Adam for your presentation and your matrix, as it
was very helpful. Just a couple of brief comments on that. I have been a builder for
twenty-five years, predominantly in California, but I have several projects on the
island of Kaua’i. When you show developers numbers like that, the things that
generally are not included and I would be curious to see what the assumptions were
that came with the profit on that, but generally I will tell you that on my twenty-five
years in the business running both public companies and build private, I probably
built over ten thousand (10,000) homes and I have done a lot of affordable housing, I
have worked with a lot of affordable agencies (inaudible)... I can tell you that over
that twenty-five year period, the average profit for a project is generally seven
percent (7%) to ten percent (10%). What you presented showed nineteen
percent (19%) profit, which is fantastic. I hope that builder hits it, because in the
development business what you learn is that on one-third of your project you lose
money. One-third of your project comes close to breaking even and one-third of your
project, you better hope you make money to cover the losses that you sustained on
the other three. Where the losses come from are unpredictable risks that happen that
you could not foresee coming, for example, what you have to price into your cost is a
warranty which new developers and even median seasoned developers typically do
not do, structure reserve, because you have to go back and fix those buildings over
the years have a ten-year construction defect liability that follows you. You are on the
hook to go back and fix those buildings. There is a decent amount of money you have
to leave in reserve for that. Also, when you look at a static model like that, you are
assuming today’s market conditions. So what happens is whatever you come to today,
the housing agreement, whatever you do for your costs, they do not change much. The
costs do not. But if your revenues take a big hit, like if a pandemic hits or something
like that, it puts down the pressure on pricing, then your project that was at ten
percent (10%) or twelve percent (12%), quickly loses all its profit. But you are still
providing a subsidy for the houses, so the one hundred twenty percent (120%), one
hundred forty percent (140%) categories—that helps mitigate those unforeseen risks,
it helps with the warranty costs that goes into that. It does not always fix it, but it
helps, so if you take that top off and that profit away, the model that you showed
would lose a lot of money. I would just say to keep in mind that when you are looking
at a builder’s numbers, you are also assuming there are assumptions to whatever is
assumed in those numbers. We really do not know what assumptions go into those
numbers there, but I would caution all of you to assume that a development project
generally makes about twenty percent (20%) profit—that has not been, in my
experience, over the last twenty-five years. I just wanted to offer that. It is great to
have an example and see how the numbers work, but I would not assume... like Adam
did say, “this is just one project,” and I appreciated that, but we really do not know
what the assumptions are going into (inaudible). Those are my comments. Thank you.

Committee Chair Kuali’i: Thank you. Councilmember Cowden.

Councilmember Cowden: I just have a basic question to add to the table
on this. I do not have an answer, but the different regions on the islands are quite
different. When I think about the development in the Hanamã’ulu area, Lihu’e has a


























































